Electronically  Recorded     Tarrant  County Texas 

Official  Public  Records  2008  Nov  25  10:36  AM 


D208437528 


Fee:  $  24.00 
Submitter:  SIMPLIFILE  3  Pages 


NOTICE  OF  CX>NFIDENT^WP8^HtS:  A  NATURAL  PERSON  MAY  REMOVE  OR 
STRIKE  ANY  OR  ALL  OF  THE  FOLLOWING  INFORMATION  BEFORE  IT  IS  FILED 
IN  THE  PUBLIC  RECORDS:  YOUR  SOCIAL  SECURITY  NUMBER  OR  YOUR 
DRIVER'S  LICENSE  NUMBER. 

XTO  REV  PROD  88  (7-69)  PAID  UP  (04/17/07)B 

OIL,  GAS  AND  MINERAL  LEASE 

™LS  AGREEMENT  made  this  — 2^2_  day  of  tOcJoLpT  2008,  between  Steve  Kaylor  and  Julia  E.  Kaylor,  husband  and 

wife,  Lessor  (whether  one  or  more),  whose  address  is:  7649  Eagle  Ridge  Circle,  Fort  Worth,  Texas  76179  and  XTO  Energy  Inc  whose 
address  is:  810  Houston  St,  Fort  Worth,  Texas  76102,  Lessee,  WITNESSETH: 

anrJ^iS^  f»nsideration  of  ten  dollars  and  other  valuable  consideration,  receipt  of  which  is  hereby  acknowledged,  and  of  the  covenants  and 
WSS^^ISS^V^  obtained,  does  hereby  grant,  lease  and  let  unto  Lessee  the  land  covered  hereby  ?or  the  purooseTand  wrth  the 
fh£p ^rl^fttlffir^SCTkT'IEa  ?nd  0flf rat,n9  for'  ProduOT  and  owning  oil.  gas,  sulphur  and  all  other  minerals  (whether  or  not  similar  to 
ooif  )Vtogethe»r  with  the  ngnj  to  make  surveys  on  said  tend,  lay  pipe  lines,  establish  and  utilize  facilities  for  surface  or  subsurface 
disposal  of  salt  water,  construct  roads  and  bridfifls  dinr^nais  hniirttanif*  rwiu*rc+ati«ni  t^nh,™       ^*,\  „  _  _  yi»"L .  .^"1  rzz 


on  said  land,  necessary 

Ta^tS  106  'ana  °°WeTe<i  hereby'  herein  03,16(1  "said  land'" is  locafed  in  the  County  of 

SflES  ri!?  ISfEflSZ?  SSlSA?  th£  R«mP»y  c-  Pace  Survey,  Abstract  No  A-124S  and  being  Lot  15,  Block  1,  Eagle  Ridge  Addition,  an  Addition 
SH5  £lty  0f  Fort  ^°5h' Tarrant  S,ou?*!Il  T?xa*'  according  to  the  Plat  recorded  in  Volume  A,  sKde  9140,  Plat  Recorae,  Tarrant  County,  Texae  and 
fcmL  L?ta^^^  «  Social  Warranty  Deed  with  Vendor's  Lien  dated  March  6,  2006  from  McCa.lin  Custom 

liSSn^iSS  ESS-Sli?  Kayl0rLJ rect>rd»d  hereof  in  Document  Number  D206070009,  Deed  Records,  Tarrant  County,  Texas,  and 
amendments  thereof  including  streets,  easements,  and  alleyways  adjacent  thereto,  and  any  riparian  rights. 

SEE  ATTACHED  ADDENDUM  FOR  ADDITIONAL  PROVISIONS 

^I1?!1^!8  A  Hffi^EL^^L011  ^J^W  whereby  Lessee,  Its  successors  or  assigns,  shall  not  conduct  any 
^rations  as  defined  herein ,on  the  surface  of  said  lands.  However,  Lessee  shall  have  the  right  fo  pool  or  unitize  said  lands, 
or  part  thereof,  with  other  lands  to  comprise  an  oil  and/or  gas  development  unit.  ^  ' 


iiiwie  wjmpieie  or  accurate  aescnpuon  or  saia  lana.  r-or  the  purpose  of  detem 

£a''^^e™*J  to  containa42  acres,  whether  actually  containing  more  or  .ess,  ana  me  aoove  recnai  ot  acreage  in  any  tract  shall  be  c 
be  the  true  acreage  thereof.  Lessor  accepts  the  bonus  as  lump  sum  consideration  for  this  lease  and  all  rights  and  options  hereunder. 

\  ^SfSiSS^S^k^S1"  lorW  keftf  Ln..f9rce  under  other  provisions  hereof,  this  lease  shall  remain  in  force  for  a  term  of 
■■..JLJfiSS  525?  £e~?iLte£f'  ^Inafter  ^"ed  Jpnrnary  term/  and  as  long  thereafter  as  operations,  as  hereinafter  defined,  are  conducted 
upon  said  land  with  no  cessation  for  more  than  ninety  (90)  consecutive  days. 

3  As  royal^Lessee  cnvenante  and  agrees,  (a)  To  deliver  to  the  credH .of  Lessor,  in  the  pipe  line  to  which  Lessee  may  connect  its  wells,  the  equal 
Ssr-^  °fa»  °f  P^VSf d  a2d  Pve$    liSssee  ftom      land- w  from  time  to  time,  at  the  option  of  Lessee,  to  pay  Lessor  the  averaqe 

i  <^£ItM* S?KiSLof-  Sf5"^0" t0  rend.er *  .maritetabte  pipe  line  oil;  b  To  pay  Lessor  on  gas  and  casinghead  gas  produced  from  said  land 
iU^lSSSSS  &  ^essee-rl^  offi16  am^ur2  re2fzed  bl Lessee>  computed  at  the  mouth  of  the  well,  or  (2)  when  used  by  Lessee  off  said  §nd  or  E 
temi^ufa?^Lof  «asoftneqr  ojier  products,  the  market  value,  at  the  mouth  of  the  well,  of  1/4     of  such  gas  and  casinghead  gaHc)  To  pav 

^SL^l^SS^  i]™*31-  an/m!!irke,^r  ff601  bv  ?om  *M land'  one-tentrTelther  in  kind  orwHue  at  to  will  w  mTrTe  a^Iessee? 
election,  except  that  on  suJphur  mined  and  marketed  the  royalty  shall  be  one  dollar  ($1 .00)  per  long  ton.  If,  at  the  expiration  of  the  primary  termor 
3  SiSt?  ST?  thereafter,  there  is  any  well  on  said  land  or  on  lands  with  which  said'land  or  any  portion  thereol 'has ^beeTpooted%a^ble 
SLEEJS119  0,1  vn  gaA^nd  ?"  such  w?lls  a,re  snut:lfl..thls  ^e  shall,  nevertheless,  continue  in  force  as  though  operations  were  being 
ffilSSiZlH?  W  80  f*19  as  ^  ™&  9P  shut_in'  thereafter  this  lease  may  be  continued  in  force  as  if  no  shut-in  MwoSS 
K?rfss^cove^a/lts3nd  fl?!^ t0  usf  reasonable  diligence  to  produce,  utilize,  or  market  the  minerals  capable  of  being  produced  from  said  wells 
^^VS^^ySS^^i!^^  0b  W t0  W**  V"*  "P*  other  than  well  facilities  MctJSSZSSSS 
^SSlS'JS^k^S  teai?.S?,k'  aAl sha  1  001  *P  WW**  to  settle  labor  trouble  or  to  market  gas  upon  terms  unacceptable  to  Lessee.  If,  at 
ffir™0™^^  pra^  temVa" suc^  w^'s  are  shut-in  for  a  period  of  ninety  consecutive  days,  and  duringsS.  tinS 

fle/^re-,"?i,p?f<ratH:)ns  on  Mid  land,  then  at  or  before  the  expiration  of  said  ninety  day  period.  Lessee  shall  pay  or  tender,  by  check  or  draft  of 
kI^^V^S^^I^^."^^"31  t0  OT,edollar  ^       f  land.the!2  cwww*  neSby-  Lessee  shall  make  like  payrnerisortenders at  or 

hSS2J5  Sf^^.Sl'!VOfr2?rv  of  the  exPiration  of  said  ninety  day  period  if  upon  such  anniversary  this  lease  is  Deingcontinued  in  force  solely 
SMSf^^J^^^^^-^^^PC-  Ea^  ^  Pay™*  °!:^ncler  sha"  be  made  to  the  parties  who  at  the  fifne  of  payment  would  be 
r^K«£rr^^  S?  ^  under ^'s  lease  if  the  weHs  were  producing,  arfi  may  be  deposited  in  sucnbank  as  directed 

&#?  SSLfJSLf^S?1™'  ^  f  ^  sha"  f°1tinue  as  me  depositories,  regardless  of  changes  in  the  ownership  of  shut-in  royalty.  If  at  any  time 
.^ssfe  pays  or  tenders  shut-in  royalty  two  or  more  parties  are,  or  cTaim  to  be,  entitled  to  receive  same.  Lessee  may,  in  lieu  of  any  other 
E  «3?  £ SSJSi^Ml  ^lded'  or  tender  such  shut-in  royalty,  in  the  manner  above  specified,  either  jointly  to  such  parties  or  separately 
°??<£ SSSfP0!  their  respective  ownerships  thereof,  aslessee  may  elect.  Any  payment  hereunder  may  be  madefy  check  offiraftof 
^S&^S^KSiS^'^^i^ tothe  ^  e^d  to.reosivB  payment  or  to  a  depository  bank  provided^  above  on  or  before  fie  last 
S^r^^i^^  ,mpal  Le^Ts  n*9htI°  ^lease  as  provided  in  paragraph  5  hereof.  In  the  event  of  assignment  of  this  lease  in 

whole  or  in  part,  liability  for  payment  hereunder  shall  rest  exclusively  on  the  then  owner  or  owners  of  this  lease,  severallyas  to  acreage  owned  by 

anH/lr^fh  ™?J?kI?  i2f  the  .n'9ht,  at  its  option,  to  pool  or  unitize  any  land  covered  by  this  lease  with  any  other  land  covered  by  this  lease, 

ni? %?tw  l^nil£LS2d'  lease^rJe^e$1  t0  a^y  or  af  minerals  or  horizons,  so  as  to  establish  units  containing  not  more  than  80  surface  acres 
^<l£^S?i'hSS2noe;  P^ad- n°wever,  unife .  mav  be  established  as  to  any  one  or  more  horizons,  or  existing  units  may  be  enlarged  as  to 
Wi^S^oSS^U8?88 10  °S??n  0An2)W*Sn  surface  acres  plus  10%  acreage  tolerance,  if  limited  to  one  or  more  of  the  followirig- 
ffirSa^M?^SL^s,n9head  3?!;  <?i l,quid  hydrocarbons  (condensate)  which  are  not  liquids  in  the  subsurface  reservoir,  (3)  minerals  product 
JST  2SjS£5 ^5£3%?l^p£ie  oonservation  agency  having  junsdiction.  If  larger  units  than  any  of  those  herein  permitted,  either  at  the 
^i^^k°t^eplar9emei^'  are  l?erni?fdi>r  Tec*me(i  V.nd\  my  govemmenfel  rule  or  order,  for  the  driHing  or  operation  of  a  well  at  a 
S^Lh^^V^^^I^'^T^J^  aJl0W^1?  J"orn  any  well  to  be  dnfled,  drilling,  or  already  drilled,  any  such  unit  may  be  established  or 
hwoC^,fi^^0J^i°lhlf  Se  Perprtted  or  required  by  suchgovemmental  order  or  rule.  Lessee  shall  exercise  said  option  as  to  each  desired  unit 
SiSSSS"8  a£  ,nsmjmerrt  •,de"tJ5"n9  s"ch  unit  and  filing  it  for  record  in  the  public  office  in  which  this  lease  is  receded.  Such  unit  shall  rjecome 
!k5i of  t&late  P10^1^  £?r  ,n^ld  ""Strument  or  instruments  but  rf  said  instrument  or  instruments  make  no  such  provision,  then  such  unit 
«™  beS°^e  fkctive  pri  the  date  such  instrument  or  instruments  are  so  filed  of  record.  Each  of  said  options  may  be  exercised  by  Lessee  at  any 
■23  ~  J^l  time  ^lleJhl^.teasS  ■ s  foro8,  and  whether  before  or  after  operations  or  production  has  been  established  either  on  said 
tend  or  on  the  portion  of  said  land  included  in  the  unit,  or  on  other  land  unitized  therewith.  A  unit  established  hereunder  shall  be  valid  and  effective 


minera  s  from  the  unrt,  after  deducting  any  used  in  lease  or  unit  operations,  which  the  number  of  surface  acres  in  such  land  (or  in  each  such 
separate  tract)  covered  by  this  lease  within  the  unit  bears  to  the  total  number  of  surface  acres  in  the  unit,  and  the  production  so  allocated  shall  be 
considered  for  all  purposes,  including  payrnent  or  delivery  of  royalty,  overriding  royalty  and  any  other  payments  out  of  production,  to  be  the  entire 
production  of  unitized  minerals  from  the  land  to  which  allocated  in  the  same  manner  as  though  produced  therefrom  under  the  terms  of  this  lease 
The  owner  of  the  reversionary  estate  of  any  term  royalty  or  mineral  estate  agrees  that  the  accrual  of  royalties  pursuant  to  this  paragraph  or  of 
shut-in  royalties  from  a  well  on  the  unit  shall  satisfy  any  limitation  of  term  requiring  production  of  oil  or  gas.  The  formation  of  any  unft/hereunder 
which  includes  land  not  covered  by  this  lease  shall  not  have  the  effect  of  exchanging  or  transferring  any  interest  under  this  lease  (including,  without 
limitation,  any  shut-in  royalty  which  may  become  payable  under  this  lease)  between  parties  owning  interests  in  land  covered  by  this  lease  and 
parties  owning  interests  in  land  not  covered  by  this  lease.  Neither  shall  it  impair  the  right  of  Lessee  to  release  as  provided  in  paragraph  5  hereof, 
except  that  Lessee  may  not  so  release  as  to  lands  within  a  unit  while  there  are  operations  thereon  for  unitized  minerals  unless  afpooled  leases 
are  released  as  to  lands  within  the  unit.  At  any  time  while  this  lease  is  in  force  Lessee  may  dissolve  any  unit  established  hereunder  by  filing  for 
record  in  the  public  office  where  this  lease  is  recorded  a  declaration  to  that  effect,  if  at  that  time  there  is  no  unitized  minerals  being  produced  from 


^rA^SL^^iaS^  amended-  ^formed,  reduced  or  enlarged  by  Lessee  at  its  election  at  any  time  and  from  time  to  time  after  the 
original  forming  thereof  by  filing  an  appropriate  instrument  of  record  in  the  public  office  n  which  the  pooled  acreage  is  located  Subject  to  the 
provisions  of  this  paragraph  4,  a  unit  once  established  hereunder  shall  remain  in  force  so  long  as  any  lease  subject  thereto  s^m^in  Srce  if 
Sift Sf  L^n^^f0^!8^^  tra<is' "°  P<*>lin9  °r  unitization  of  royalty  interests  as  between  anyluch Tseparate is  interSed 
£>n W ,^^phd^S!#-mS?ly  "om  tht  l5dHSon  of  such  ^Parate  tracts  within  this  lease  but  Lessee  shall  nevertheless  have  the  right  to 
£SteiLrto»airartdecl  In  thliE£raa^ph  4..wllh  consequent  allocation  of  production  as  herein  provided.  As  used  in  this  paragraph  4  the 
partof  me^a^JpSnSsS"  ownersh|P  differing,  now  or  hereafter,  either  as  to  parties  or  amounts,  from  that alio  any other 

£  tiffJ6*™3*  ?  anXtime  aPd  fr0^  ti™.  to  time  execute  and  deliver  to  Lessor  or  file  for  record  a  release  or  releases  of  this  lease  as  to  any 
part  or  all  of  said  land  or  of  any  mineral  or  horizon  thereunder,  and  thereby  be  relieved  of  all  obligations,  as  to  the  released  acreage  or  interest 

*nH/£  ^!S^eiV^dMin  I?398  ^  "opera*?™"  shall  mean  operations  for  and/or  any  of  the  following:  preparing  the  drillsite  location 
foro?  n  aS  recomputing,  deepening  sidetracking,  plugging  bacK  or  retiring  of  a  well  in  search 

IS2^aJi!?1??avor  to  obrainproauction  of  oCgas,  sulphur  or  other  minerals,  excavating  a  mine,  production  of  oil,  gas,  sulphur  or  other  mineral 
wnetner  or  not  in  paying  quantities. 

^J,J:es^e  sUa}  ha/e  J?8       royalty,  of  water,  other  than  from  Lessor's  water  wells,  and  of  oil  and  gas  produced  from  said  land  in  all 

ShSSXISKS^  t*8WW  ^  ?e  nght  S^SCS  to  rem.ove  a"  machinery  and  fixtures  placed  on  safc  land,  including  theright  to  draw 
!hdjiS2S*5^in9-  Nowlt^a"tedrillednear^  land  without  the  consent  of  the  Lessor  Lessee 

shall  pay  for  damages  caused  by  its  operations  to  growing  crops  and  timber  on  said  land. 

J3?  aBES8^6?8^  a"i  heJ?&m.ay  assjpned  to™  t'me  to  time  in  whole  or  in  part  and  as  to  any  mineral  or  horizon.  All  of  the 
SSwwiante^oBJigations.  and  considerations  of  this  lease  shafextend  to  and  be  binding  upon  the  parties  hereto,  their  heirs,  successors,  assigns 
SSn^lf^ fhiS5K£°  ^JJ96-  °-r  ?^SK>n  E the,  pwnerehiP  °f  said  land,  royalties,  or  other  moneys,  or  any  part  thereof,  howsoever  effected 
SSJira?6  ^^^"J  or  dim,nisi>  the  nghts  of  Lessee,  including,  but  notlimited  to.  the  location  and  drilfirig  of  wells  and  the  measuremen 
of  production.  Notwithstanding  any  other  actual  or  constructive  knowledge  or  notice  thereof  of  or  to  Lessee  its  successors  or  asstans  no 
ffiKS  M^iKilh16  ownt?hip  of  s3l-laVd  ^  of  th,e  royals,  or  other  moneys,  or  the  right  to  receive  the  same,  howsoever  effect*),  shall 
^"JE  S  th.en  rec0Kl  p^er  of  this  "ease  until  sixty  (60)  days  after  there  has  been  furnished  to  such  record  owner  at  his  or  its  principal 
E22L£i  SSEfS  &  orJtes^S  teirs'  successors  or  assigns,  notice  of  such  change  or  division,  supported  by  either  originals  or  duty 
S^Hd  SSXJl!?  'nstruments  which  have  been  properly  filed  for  record  and  which  evidence  such  change  or  division,  and  of  such  court 
SS+Sh  SSSIS^"0  V™*!!6'  *  <*«"  documents  as  shall  be  necessary  in  the  opinion  of  such  recorder  to  establish  the -validity of 
SSh  SSS&J*  dvwon.  If  any  such  change  in  ownership  occurs  by  reason  of  the  death  of  the  owner.  Lessee  may,  nevertheless  pay  or  tender 
such  royalties,  or  other  moneys,  or  part  thereof,  to  the  credit  of  the  decedent  in  a  depository  bank  provided  for  above. 

i  ^ccL'l^^f^  L£ssor  considers  that  Lessee  has  not  complied  with  all  its  obligations  hereunder,  both  express  and  implied,  Lessor  shall  notify 
Jrf  ,J^^86<bJF  £f  *»°fx** In  what  aspects  Lessee  has  breached  this  contract.  Lessee  shall  then  have  sixty  (60)  days  after  receipt 
^SSj^^Si^J0  me25  v™™™*  to  meet  all  or  any  part  of  the  breaches  alleged  by  Lessor.  The  service  of  said  notice  shaJM be 
S££2SL£  !^K3~any  acbon  byK^sort?J1  ^  ease  for  any  cause,  and  no  such  action  shall  be  brought  until  the  lapse  of  sixty  (60)  days 
» n51e^rS!^2UCh  «feon  Leisee"  tne  serv,ce  of  .said  notice  nor  the  doing  of  any  acts  by  Lessee  aimed  to  meet  all  or  any  of  the 

S^JiSf^^ffi  lRdSmod  ^  admisslon.  °.r  Presumpton  that  Lessee  has  failed  to  perform  all  its  obligations  hereunder.  If  this  Tease  is 
£rf  ^i^1180' 11  s^a"  n*^*^^  remain  in  force  and  effect  as  to  (1 )  sufficient  acnsage  around  each  well  as  to  which  there  are  operations 
to  constitute  a  drilling  or  maximum  altowable  unrt  under  applicable  governmental  regulations,  (but  in  no  event  less  that  forty  acres),  suchacreaqe 
^^SSml^l^S8*9  a£  neariy  as  practicable  in  the  form  ota  square  centered  at  the  well,  or  in  such  shape  as  then  existing  spacing  rules 
TS£2£2L i'MSS-HS  £ndJncluded  In  3  Pooled  unit  on  which  ihere  are  operations.  Lessee  shall  also  haw  such  easements  on  said  land 
ec^ffiY  to^Pe.ratlonl.on  the  acfeage  so  retained  and  shall  not  be  required  to  move  or  remove  any  existing  surface  facilities  necessary 
or  convenient  tor  current  operations.  ' 

in^JiJit^^f^ii^^18  ani1  aIW?  to  defend  title  to  said  land  against  the  claims  of  all  persons  whomsoever.  Lessor's  rights  and 
LieI!!t?hofieundi,r  chargedjjnmanly  with  any  mortgages,  taxes  or  other  liens,  or  interest  and  other  charges  on  said  land,  but  Lessor 

SS^^kSSirE!  "F^S? JSM  any  hme t0  paX/£  re^ce  same  for  Lessor,  either  before  or  after  matuiC  and  be  subrogated  to  the 
S^^SSSPSSiSS?1?  and  »£^diuct  amounts  so  raid  from  royalties  or  other  payments  payable  or  which  may  become  payabfe  to  Lessor 
f^A^S-^^18  ,easf " lf  thJ?  le,a!e  SE"^8  3  "ess  interest  in  the  oil,  gas,  sulphur,  or  other  minerals  in  all  or  any  part  of  said  land  than  the 
5S!iSl2nd',vld!d  fee  simpl!  estSe  ftSi?r  \eaaof9  interfst  is  herein  specHiea  or  not),  or  no  interest  therein,  thenthe  royaHies  and  other 

Sr^tMfex»04&         This  lease  sha" te  bindir^ upon  each wh° executes  * 

«*n  i^i!lt??rf!SJSSSj?    foJ^'fat^iafter  ^e  expiration  of  the  primary.term  hereof,  it  is  not  being  continued  in  force  by  reason  of  the  shut-in 
well  provisions  of  paragraph  3  hereof,  and  Lessee  is  not  conducting  operations  on  sad  land  by  reason  of  (1 )  any  law,  order,  rule  or  regulation 
fc^fh£r^Sl/b^quently  detefl?ined  to  be  inva«d)  or  (2)  any  other  cause,  whether  similar  or  dissimilar.  y(exceptfinS^ 
hSShESSSSJhS?  of  Lesfef 1      B,nma^ term  hereoi !h-al     extended  until  the  first  anniversary  date  hereof  occurring  ninety  (90)  or  more 
days  following  the  removal  of  such  delaying  cause,  and  this  lease  may  be  extended  thereafter  by  operations  as  if  such  delay  had  not  occurred 

t  -j  H:  L£ssor  ag-?es  that  this  Lease  ewers  and  includes  any  and  all  of  Lessor's  rights  in  and  to  any  existing  well(s)  and/or  wellbore(s)  on  said 
&S'  Sifk  man  existtl^  w?f  ^l8' and  for  a"  PurPoses  of  this  lease  the  re-entry  and  use  by  Lessee  of  any  existing  well  and/or  wellbore  shall  be 
deemed  the  same  as  the  drilling  of  a  new  well. 

,13.  Notwithstanding  anything  to  the  contrary  contained  in  this  lease,  at  the  option  of  Lessee,  which  may  be  exercised  by  Lessee 

S!S^iS?2^«ifSSr' a  wk fl        ta?  ^  Sn2led  I nd  lLes5eer intends  t0  frac  sfia" be  deemed  a  well  capable  of  producing  in  paying 
quantities  and  the  date  such  well  is  shut-in  shall  be  when  the  drilling  operations  are  completed. 


rQ,,ri1™  A,. result. of  lan?  djyel9P!,ient  In  the ^Y'cinity  of  said  land,  governmental  rules  or  ordinances  regarding  well  sites,  and/or  surface 
restrictions  as  may  be  set  forth  in  this  lease  and/or  other  leases  in  the  vicinity,  surface  locations  for  well  sites  in  the  vicinity  may  be  limited 
and  Lessee  may  encounter  difficulty  securing  surface  location(s)  for  drilling,  reworking  or  other  operations.  Therefore,  since  drilling 
reworking  or  other  operations  are  either  restricted  or  not  allowed  on  said  land  or  other  leases  in  the  vicinity,  it  is  agreed  that  anv  such 
operations  conducted  at  a  surface  location  off  of  said  land  or  off  of  lands  with  which  said  land  are  pooled  in  accordance  with  thislease 
provided  .that  such  operations  are  associated  with  a  directional  well  for  the  purpose  of  drilling,  reworking,  producing  or  other  operations 
under  said  land  or  lands  pooled  therewith,  shaH  for  purposes  of  this  lease  be  deemed  operations  conducted  on  said  land  Nothing 
contained  in  this  paragraph  is  intended  to  modify  any  surface  restrictions  or  pooling  provisions  or  restrictions  contained  in  this  lease, 
except  as  expressly  stated.  ' 


IN  WITNESS  WHEREOF,  this  instrument  is  executed  on  the  date  first  above  written. 


LESSOR(S) 


BY:  STEVE  KAYLOR 
STATE  OF  Texas__  } 


IULIA  E.  KAYLOR 


}  ss.  (ACKNOWLEDGMENT  FOR  INDIVIDUAL) 

COUNTY  OF   Tarrant_  } 

This  instrument  was  acknowledged  before  me  on  the  day  of  Jh*>i\es 

husband  and  wife. 


AUSTIN  ELLIOTT  SEIMRT 
Notary  Public,  State  of  Texas 
My  Commission  Expires 
JorwKKV  29.2012 


Signature 


,  2008  by  Steve  Kaylor  and  Julia  E.  Kaylor. 


Printed 


Notaryt5ublic 


ADDENDUM 


Minerals  Covered.  Notwithstanding  any  other  provision  hereof,  this  lease  covers  only  oil  and  gas.  The  term  "oil  and 
gas"  means  oil,  gas,  and  other  liquid  and  gaseous  hydrocarbons  and  their  constituent  elements  produced  through  a 


Gas  Royalty.  Lessor's  royalty  shall  be  calculated  free  and  clear  of  costs  and  expenses  for  exploration  drilling 
development  and  production,  including,  but  not  limited  to,  dehydration,  storage,  compression  separation  by 
mechanical  means  and  product  stabilization,  incurred  prior  to  the  oil.  gas  and  other  mineral  production  leaving  the 
eased  premises  or  pnor  to  delivery  into  a  pipeline  or  gathering  system,  whichever  occurs  first;  provided,  however,  (a) 
Lessee  shall  have  free  use  of  produced  oil  and  gas  for  operations  conducted  on  the  leased  premises  or  lands  pooled 
therewith,  and  the  royalties  on  oil  and  gas  herein  provided  shall  be  computed  after  deducting  any  so  used  and  (b) 
Lessor's  royalty  shall  bear  its  proportionate  share  of  all  ad  valorem  taxes  and  production,  severance  and  other  taxes 
and  the  actual,  reasonable  costs  {including  compression  and  related  fuel  charges)  paid  to  or  deducted  by  an  unaffiliated 
third  party  to  transport,  compress,  stabilize,  process  or  treat  the  oil,  gas  and  other  mineral  production  off  the  leased 
premises  in  order  to  make  the  oil,  gas  and  other  mineral  production  saleable,  increase  its  value  or  in  order  to  qet  the  oil 
gas  and  other  mineral  production  to  a  market. 


Shut-In  Royalty.  If  at  the  end  of  the  primary  term  or  any  time  thereafter  one  or  more  wells  on  the  leased  premises  or 
lands  pooled  therewith  are  capable  of  producing  oil  or  gas  or  other  substances  covered  hereby  in  paying  quantities  but 
such  well  or  wells  are  either  shut-in  or  production  therefrom  is  not  being  sold  by  Lessee,  such  well  or  wells  shall 
nevertheless  be  deemed  to  be  producing  in  paying  quantities  for  the  purpose  of  maintaining  this  Lease.  A  well  that  has 
been  dnlled  but  not  fraced  shall  be  deemed  capable  of  producing  in  paying  quantities.  If  for  a  period  of  ninety  (90) 
consecutive  days  such  well  or  wells  are  shut-in  or  production  therefrom  is  not  being  sold  by  Lessee  then  Lessee  shall 
pay  shut-in  royalty  of  twenty  five  dollars  ($25.00)  per  acre  then  covered  by  this  Lease  on  or  before  the  end  of  said  90  - 
day  period  and  thereafter  on  or  before  each  anniversary  of  the  end  of  said  90  -day  period  while  the  well  or  wells  are 
shut-in  or  production  therefrom  is  not  being  sold  by  Lessee;  provided,  however,  that  if  this  Lease  is  otherwise  being 
maintained  by  operations,  or  if  production  is  being  sold  by  Lessee  from  another  well  or  wells  on  the  leased  premises  or 
lands  pooled  therewith,  no  shut-in  royalty  shall  be  due  until  the  end  of  the  90-day  period  next  following  cessation  of  such 
operations  or  production.  Notwithstanding  anything  to  the  contrary  herein,  it  is  expressly  understood  and  agreed  that 
after  the  expiration  of  the  primary  term,  Lessee  shall  not  have  the  right  to  continue  this  Lease  in  force  by  payment  of 
shut-in  royalty  for  more  than  one  single  period  of  up  to  two  (2)  consecutive  years. 


No  Surface  Operations.  It  is  hereby  agreed  and  understood  that  there  shall  be  no  drilling  activities  on  the  surface  of 
the  leased  premises  without  the  prior  written  permission  from  the  surface  owner  of  the  applicable  portion  of  the  leased 
premises.  Notwithstanding  the  foregoing,  this  waiver  of  surface  shall  not  be  construed  as  a  waiver  of  the  rights  of 
Lessee  to  utilize  the  subsurface  of  the  leased  premises  under  this  lease,  and  Lessee  shall  have  the  right  to  exploit 
explore  for,  develop  and  produce  oil,  gas  and  other  covered  minerals  under  this  lease  from  wells  from  surface  locations 
off  the  leased  premises,  including,  but  not  limited  to,  directional  or  horizontal  drilling  activity  which  comes  under  the 
surface  of  the  leased  premises.  This  drilling  surface  waiver  does  not  apply  to  any  surface  rights  associated  with 
instruments  other  than  this  lease. 


Vertical  Pugh.  Upon  the  expiration  of  the  primary  term  of  this  Lease,  upon  the  expiration  of  any  extension  or  renewal  of 
the  primary  term,  or  after  cessation  of  operations  as  provided  herein,  whichever  occurs  last,  this  Lease  shall  terminate 
as  to  all  rights  lying  below  one  hundred  feet  (100')  below  the  stratigraphic  equivalent  of  the  deepest  formation  drilled 


No  Warranties.  Lessor  makes  no  warranty  of  any  kind  with  respect  to  title  to  the  Land.  By  acceptance  of  this  Lease, 
Lessee  acknowledges  that  it  has  been  given  every  opportunity  to  investigate  and  has  conducted  sufficient  investigation 
to  satisfy  itself  as  to  the  title  to  the  Land,  and  Lessee  assumes  all  risk  of  title  failures.  All  warranties  that  might  arise  by 
common  law  or  by  statute,  including  but  not  limited  to  Section  5.023  of  the  Texas  Property  Code  (or  its  successors)  are 
excluded.  If  Lessor  owns  an  interest  in  the  Land  less  than  the  entire  fee  simple  estate,  then  the  royalties  (including 
shut-in  royalties)  payable  hereunder  will  be  reduced  proportionately.  All  royalty  interest  covered  by  this  lease  (whether 
or  not  owned  by  Lessor)  shall  be  paid  out  of  the  royalty  herein  provided.  Lessor  will  use  all  its  reasonable  efforts  to 
assist  Lessee  to  subordinate  any  rights  of  a  mortgage  holder  to  perfect  the  Lessee's  rights  under  this  lease;  provided 
however,  any  necessary  subordination  shall  be  obtained  by  Lessee  at  Lessee's  sole  expense.  In  the  event  Lessee  is 
unable  to  obtain  a  subordination  agreement,  Lessee,  at  its  option,  may  discharge  any  tax,  mortgage,  or  other  lien  or 
interest  and  other  charges  on  the  Land  superior  to  this  Lease,  and  in  the  event  Lessee  does  so,  Lessee  will  have  the 
option  of  applying  the  royalties  accruing  to  Lessor  toward  payment  of  same  and  Lessee  shall  be  subrogated  to  the 
rights  of  the  holder  thereof. 


Executed  on  the  date  first  written  above. 


Lessor: 


